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Summarz
25X1

, we

ran two scenarios to measure the impact on

Israel 's economic performance of policies designed

to improve the financial gap. Domestic demand

would have to be constrained to such a low level

that economic growth would decline, [::::::fﬁ 2oxl

*x x *x * *x %

Scenario 8. 1In this scenario, we kept the financial
gap--the sum of the civilian goods and services deficit,
self-financed military payments, and debt repayment~--at the 1984
level of $6.4 billion for 1985-87 by reducing private and public
consumption. On average, there is no economic growth from
1985-87, and the unemployment rate increases to 10.7 percent in
1987, compared with 8.5 percent in the baseline. Investment
declines at an average annual rate of 15 percent compared with a
fall of 5.6 percent in the baseline. The civilian goods and
services deficit in 1987 is $3.9 hillion compared with 25%1
$5.6 billion in the baseline.

Scenario 9. We assumed S4.5 billion is a "financeable
level" for the financial gap and targeted this level for 1987,
To achieve this goal, private and domestic government consumption
decline by an annual average of 9.1 percent and 5.7 percent,
respectively, from 1984 to 1987. Investment is assumed to
decline no more than it does in the baseline; otherwise it would
reach negative values. GNP declines an average of 3.4 percent a
yeag, and the unemployment rate increases to 12.9 percent in 25%1
1987,

25x%1

This memorandum was prepared by’ ‘the
Israel /Palestinian Branch, Arab-Israeli Division, Office of Near
Eastern and South Asian Analysis. It was requested by Russell

Misheloff, Deputy Director, Office o iddl European 25X1
‘ 25%1
| Information as of

25 September 1984 was used in its preparation. Questions and
comments should be directed to Chief, Arab-Israeli Division, at

351-5955,
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9/2%/8h UUNFEHEHT'AL

I SRAEL
MAIN ECONOMIC INDICATORS, 1983-1987

(BILLIONS OF 1980 SHLKILS)

1983 1984 1989 1986 1987
GROSS NATIONAL PRODUCT 107.73 110. 34 111,19 111.18 110.43
PERCENT CHANGE 1.34 2.h2 0.78 -0.0 -0.67
GNP DEFLATOR 12.62 53.28 251.65 Mg, 71 11143.5%0
PERCENT CHANGE 150.09 322.13 372.34 h75.68 669.20
CAPACITY UNTLIZATION RATE 90,88 92.47 92.68 92.31 91.79
UNEHMPEOYMENT RATE .49 5.96 7.27 8.86 10.7h
COMPONENTS OF AGGREGATE DEMAND
PRIVATE CONSUMPTION 80.34 83.80 33.98 86.96 89.83
PLRCENT CHANGL .05 .30 0.21 3.99 3.30
TOTAL [INVESTMENT 27.36 26.60 25.58 21.57 16.23
PERCLENT CHANGE 5.92 -2.79 -3.85 =15.65 -24.76
GOVERNMENT CONSUMPTION 35.38 39.77 38.95 Ho.hv 40.13
PLRCENT CHANGE -4.24 12.39 -2.06 3.90 -0.83
EXPORTS 51.38 54,12 56.60 58.13 60.50
PERCENT CHANGE 2.24 5.32 4.59 2.70 L.07
IMPORTS 80.98 88.51 88.36 90.09 90.28
PLRCENT CHANGE 5.65 9.30 -0.17 1.96 0.22
NET FACTOR IMPORTS 5.76 5.0 5.56 5.87 5.97

(BILLIONS OF DOLLARS)

CIVILIAN GOODS AND SLRVICELS

FXPORTS 9.95 10.68 11.83 12.68 14.06
Ol WHICH: DIAMONDS 1.21 1.39 1.58 1.72 1.97
IMPORTS 13.96 15.22 16.02 16.72 17.92
OF WHICH: TULLS 1.61 1.63 1.04 1.640 1.12
D1IAMONDS 0.84 0.98 1.12 1.00 1.h0
INTIRI S 2.0 ;00 2.2 .03 ARy

CIVILIAN GOODS AND SERVIGES
DEEIGHY =h.0l =h. b4 -h.20 =h.oYH -3.80
DIREGT DEFENSE IMPORTS 1.03 1.76 1.85 2.H0 2.89
DLTENGSE IMPORT PAYMUNIS .o/ 2000 A R o0/ 2.0h
US | INANCLD PAYMENIS 1.00 1.63 1.40 1.40 1.h0
NON-US F{iNANCED IMPORTS 0.27 0.63 0.78 0.68 0.74
DEBT REPAYMINT 0.97 1.25 1.45 1.70 1.82
1OTAL DIBI 23.12 25.99 28,35 31.02 32
FINANCEAL GAP -5.26 -6.h2 -6.42 -6.42 ~6.h2
EXTTRNATL T UND 3.2nh H.08 6.20 6.19 7.36
OF WHICH US SSA 1.50 1.10 1.10 1.10 1.10
BALANCE -0.h/ =0.7h -0.19 0.37 0.9h

DSLT: SCLN8
MODEL  1SSTP8NF
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9/2%/84
FSRAT L
DEIATLED COMPONINTS O REAL GNP
(BIELTONS OF
1983 19840 1984 1986
PRIVATE CONSUMPT TON 803N 83,80 83,98 86
PERCENT GCHANGL .05 .30 .21 3
TOIAL INVISTMENI 2171.36 76,60 T 21
PLRCENT CHANGIE v.92 =219 -3.85 =Y
COMPONENTS OF INVESIMENT
PRIVAIL NONRESIDENTIAL 1,58 13.98 2,00 9.
PERCINT CHANGI 21,78 -6.88 -6.9N1 -h.
PRIVAIL RISIDENTIAL 6.98 6. 40 6.69 6.
PERCENT CHANGE -1h.56 -8.30 bt -8.
SHIPS AND PLANES 0.6 0.51 0,46 0
PERCENT CHANGE 57.92 10.00 =10.00 =10
PRIVATE INVINTORY -0.83 -0.02 0.0 0
PERCENT CHANGE 1791.33 =97.58 ~-350.00 -ho
GOVERNMENT NONRESIDENT AL h.ug h.h8 h.26 .
PLRCENT CHANGE 8.01 .00 =5.00 -2.
GOVERNMENT RESIDENT AL 1.68 1.65 1.49 1
PERCENT CHANGE -21.%6 =2.00 ~10.00 -
GOVIRNMENT CONSUMPTION 39.38 39.171 38.99 ho.
PLRCLNT CHANGL -h.2n 12.39 -2.06 3.
COMPONENTS OF GOVERNMLNT CONSUMPTION
DOMESTIC NONMILITARY 84 13.22 12.89 12.
PERCENT CHANGE 0.78 3.00 =2.50 -4
TOTAL MILITARY 22.56 26.54 26.06 28.
PERCENT CHANGE =6.75 17.64 -1.84 8.
FOREIGN MILITARY 5.73 9.19 9.23 12.
PLRCENT CHANGE =33.54 60. 4y 0.%2 30.
DOMESTIC MILITARY 17.35 17.87 17.33 16
PERCENT CHANGE 6.94 3.00 =3.00 =i
DEFENSE SALES 0.51 0.51 0.51 0.
PERCENT CHANGE =20.31 0.00 0.00 0
COMPONENTS OF FORE!GN TRADE SECTOR
EXPORTS 51.38 54.12 56.60 58.
PERCENT CHANGE 2.24 5.32 4.59 2.
IMPORTS 80.98 88.51 88.36 90.
PERCENT CHANGE 5.65 9.30 -0.17 1
COMPONENTS OF IMPORTS
CIVILIAN IMPORTS 62.02 65.79 65.68 65.
PERCENT CHANGE 8.62 6.07 -0.16 -0.
SHIPS AND PLANES 0.uU6 0.51 0.46 .
PERCENT CHANGE 57.92 10.00 =10.00 ~-10.
DIRECT DEFENSE {MPORTS h.76 7.63 7.67 10.
PERCENT CHANGE -35.66 60. hh 0.52 30
IMPORTS TAXES 13.74 14.58 . 5n 1.
PERCENT CHANGL 15.80 6.11 =0.24 ~0.
NET FACTOR IMPORITS 5.76 5.u44 5.56 5.
PERCENT CHANGE 12.23 -5.59 2.18 5

DSET: SCEN8
MODFL 1SSEP8hT

.00
.00

1980 SHIKELS)

1987

GONFIDENTIAL

Sanitized Copy Approved for Release 2010/09/21 : CIA-RDP85T00287R001302120002-3



SCINARIO 8. 1 inan . Sanitized Copy Approved for Release 2010/09/21 : CIA-RDP85T00287R001302120002-3

9/25/84

I SRALL

ASSUMED VALUES FOR EXOGENOUS VARIABLES

#*¥* GOVERNMINT VARIABLES

DOMESTIC NONMILITARY EXPEND.
PERCENT CHANGE

DOMESTIC MILITARY EXPLRD.
PERCENT CHANGL

GOV RESIDENTIAL INVEST.
PERCINT CHANGE

GOV NONRESIDENTIAL INVESIT.,
PLRCENT CHANGE

NLCT TRANSIERS TO PRIVATE SLCT,
PFRCENT CHANGE

NIEE CREDLT ABSORP. BY GOV
PERCENT CHANGE

PUBL1C STCTOR WAGES
PILRCINT CHANGIE

BOL CREDUT 1O PRIVALL SLCTOR
PERCENT CHANGE

#EECTAX RAILS

DEFENSE IMPORT TAXES
INVENTORY SURTAX

BUSINESS INCOME TAX

DOMESTIC PROD. TAX (INCL. VAT)
IMPORT TAX

NATIONAL INSURANCE TAX

WAGE TAX

TAXES ON OTHER INCOME

¥#% BALANCE OF PAYMINTS
REAL GROWIH IN US AND EC
DOLLAR PRICE OF {MPORTS
DOLLAR PRICE O OFL
WORID INFIREST RAIL
EXCHANGE RATE (LEVEL)

FORCIGN DEBT REPAYMLNTS

DIRLCT DEFENSE IMPORT PAYMENTS
DIRECT DEFCNSE IMPORTS

NET FOREIGN BORROWING BY GOVI.
TOTAL GROSS CAP FLOW (NOT FMS)
US ECONOMIC ASSISTANCE

Us FMS

DSE1: SCEN8
MODECL ISSEP8UF
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CIVILIAN GOODS AND SERVICES
EXPORTS 9.95 10.
OF WH!ICH: DIAMONDS 1.21 1.
IMPORTS 13.96 15.
OF WHICH: FUELS 1.61 1.
D1AMONDS 0.85 0.
INTEREST 2.16 2.

CIVILIAN GOODS AND SERVICES
DEFICIT -4.01 -4
DIRECT DEFENSE IMPORTS 1.03 1
DEFENSE {MPORT PAYMENTS 1.27 2
US FINANCED PAYMENTS 1.00 1
NON~US FINANCED [IMPORTS 0.27 0
DEBT REPAYMENT 0.97 1
TOTAL DIBE 2312 HUN
FINANCIAL GAP -5.726 -6.
I XVTERNAL  TURD 300 P)
O WHICH US SSA 1.50 1.
BA1 ANGIL -0/ -0

DSE: SCENY
MODE L I SSEP8HE

, 1983-1987

SCENARIO 9: F!NANVS
9/25/84
ISRAEL
MAIN ECONOMIC INDICATORS
1983 1984
GROSS NATIONAL PRODUCT 107.73 110. 34
PIRCENT CHANGE 1.340 2.42
<GNP DLEFLATOR 12.62 53.28
PLRCENT CHANGE 150. 10 322.13
CAPACITY UTILIZATION RAIE 90.88 92.47
UNEMPLOYMENT RATE 4.49 5.96
COMPONENTS OF AGGREGATE DEMAND
PRIVATE CONSUMPTION 80.34 83.80
PERCENT CHANGE 7.05 b,30
TOTAL INVESTMENT 27.36 26.60
PLRCENT CHANGE 5.92 =2.19
GOVLRNMENT CONSUMPTION 35.38 39.717
PLRCENT CHANGE =h.2h 12.39
FXPORTS 51.38 Sh.e
PERCENT CHANGE 2.2h 5.32
IMPORITS 80.98 88.951
PURCENT CHANGE 5.65 9.30
HLT FACIOR I1MPORIS 9.716 5,40
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